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Please describe the differences between the Company’s proposal for Belmont Sewer
of a $17,237 increase and your recommended increase of $15,054.

Three items comprise the difference between the Company’s proposal for Belmont Sewer
and Staff’s proposal. First, rate base was lowered as a result of a plant in service balance
adjustment and a cash working capital adjustment. Second, the allowed rate of return
was lowered to 7.33% as a result of using the last known (litigated) return on equity
amount of 9.6%.> Third, net operating income was updated as a result of adjustments
made in response to discovery to administrative expense and income tax expense.

Please provide further detail about the adjustments to Rate Base.

Plant in Service was adjusted $200 per Audit Issue #4 due to a December 2014 balance
reported incorrectly in the filing. Cash working capital is based on 12.33% (45 days/365
days) of operation and maintenance expenses. As a result of adjustments made to
administrative expenses, an adjustment of ($255) was required to cash working capital.
Please provide further detail regarding the adjustments to Net Operating Income.
Administrative and general expenses were adjusted a total of ($2,072) for the Belmont
Sewer division. Included were: insurance expense ($100) due to Staff’s allocation
methods which were a tighter interpretation of the Company’s allocation method;
Management Fee costs of ($1,517) from Audit Issue #3 that the Company agreed were
not appropriate to include in rate recovery; prior year (out of test year) insurance
expenses per Audit Report page 34 of ($186); and New Hampshire Water Works
Association dues/National Association of Water Companies conference costs
inaccurately booked to the Sewer division totaling ($269). As a result of the changes just

mentioned, income tax expense was increased by $821.

3 Order No. 25,539, dated June 28, 2013, Aquarion Water Company of NH, Inc.
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Why does Staff support temporary rates at current levels for Beilmont Water
customers?

In Abenaki’s temporary rate filing, the Company did not provide rate schedules for the
Belmont Water division because it is not seeking to change its rates for temporary rate
purposes. Therefore, using a format similar to that used by the Company for its analysis
of the Bow Water and Belmont Sewer divisions, Staff has analyzed the test year earnings
of the Belmont Water system with no proforma adjustments. This analysis shows that
Belmont Water was over-earning. A cursory review of the division’s permanent filing,
however, shows that recent capital investments and increases in expenses will likely
cause the division to under-eamn going forward. Lowing rates at this point would cause
undue confusion for the Belmont division’s customers and could cause financial stress on
the company, if in fact, the projection to under-earn is correct.

Will temporary rates be reconciled to permanent rates?

Yes. Any difference between the temporary rates set by the Commission and the
permanent rates ultimately approved in this docket are subject to reconciliation, pursuant
to RSA 378:29, back to September 8, 2015.

Does this conclude your direct testimony?

Yes.



